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INTRODUCTION 


The purpose of this statement is to present a 


review of those events and developments occuring during the 


calendar year 1963, as they affected monetary conditions in 


Canada. 


The statement covers. such major aspects of the 


financial spectrum as: 


monn general monetary conditions in Canada, 


women bond markets in Canada, 


Pitot security markets in Canada, and 


wenn the value of the Canadian dollar, etc. 


Special attention is focused upon Ontario's position in this 


respect, 


This statement was prepared by Mr. R. W. Jones 


under the direction of Mr. H. I. MacKillop. 


+. 
, 5 "T 3 
‘ = - 
¢ 
~ 
"% 
hl 
anew t 
e ¢ $ + 
Sika AS Oe s Jf 
7 bas trek 
. * ° a 4 a. 


| ee ee. 


f deasasta oF ef Laas: 


fe ators inns YiIsvanss 


iz : i Be, a , 
ssoliticn .I .H wi to acitoonth sara 


‘nie afd To ssoqmg ot 


Bote ae 


"30 my iyoede Inst La 


: oe ee = % be ghee Sritings L. 
a fod DSevoc!L af HOLeascVvsS 


| 


General Monetary Conditions 


Domestic and foreign government fiscal policies had an important 
and visible impact upon Canadian monetary conditions throughout 1963. The 
reduction in the Canadian bank rate from 4 per cent to 34 per cent on May 6, 
1963, was viewed as an expression of the Federal Government's desire to 
promote greater economic expansion through an easier monetary policy. The 
total supply of money in Canada prior to this date had remained fairly 
constant at around $15.6 billion but subsequently advanced consistently 
eres the following three months. By August, the total money supply had 
increased by about 4 per cent to a level of $16.2 billion. The interest 
rate structure in Canada accordingly was subject to fractional downward 
adjustments which continued until mid-July. 

Though certain provisions aimed at discouraging the extent of 
foreign ownership of Canadian companies highlighted the Federal budget 
brought down in June, the trend to lower interest costs of borrowing pre- 
vailed until an announcement was made that a measure was to be placed before 
the United States Congress to authorize a tax on sales of foreign securities 
to United States residents. This proposed U.S. Interest Equalization Tax, 
took the form of a graduated tax ronging from 2.75 per cent for three-year 
bond maturities to 15 per cent for bonds maturing after 283 years and 15 per 
cent in the case of equity securities. Announcement of this proposal on 
July 18, 1963 by the late President Kennedy had an immediate effect on 
borrowing costs in Canada. The entire interest rate structure rose sharply. 
Despite subsequent announcements stemming from representations made by the 
Federal Government in Washington in respect of the proposed tax, the uptrend 
in Canadian interest rates prevailed until September 1963, when details of 
Canada's wheat sales to the U.S.S.R. were released. 

The most imporant concession on the part of the U.S.A. resulting 


from the representations made by Canada in Washington regarding the Interest 


_ Equalization Tax was an intimation that the President would be given dis- 


cretionary power to consider exemptions from the proposed tax. This has been 
interpreted to mean that, if and when the tax is enacted, the U.S.A. will 


not impose it on new Canadian issues of bonds or stocks. U.S. Secretary of 


State Dillion however has indicated that such an exemption in respect of new 


Canadian bond financings would only apply if such borrowings did not exceed 


$500 million per year. While this proposed tax is still subject to debate, 
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and not as yet in force, certain additional refinements to its form have 

been made. Namely, the tax in its present form would not be imposed upon 

the stock market trading in foreign equities whose principal market is in 

the U.S.A., and at least 50% owed oy U.S. stock holders. In this respect, 
the New York and American Stock Exchanges have released a list of 19 companies 
which would qualify, virtually all of them being Canadian. 

The prospects of a capital inflow in excess of half a billion 
dollars over the next three years, inherent in September's announcement of 
sizeable wheat contracts brought to an immediate halt the uptrend in the 
Canadian interest rates structure which had ensued since mid-August, 1963. 
Costs of borrowing consequently were subject to downward adjustment and 
interest rates closed the year at levels virtually the same as those prevail- 
ing at the commencement of 1963. ‘The total supply of money in Canada which 
had remained fairly constant at around $16 billion in the two month period 
prior to the announcement of the wheat sales consistently advanced there-~ 
after to close the year at a peak of $17.14 billion - an actual increase of 
$1.5 billion or some 9% over the 1962 year-end level. This represented one 
of the largest expansions in currency outstanding over any 12 month period in 
Canada's history. However, impressive as this increase is, it must be 
related to the fact that total money supply at the end of 1962 was somewhat 
subnormal due to the exchange crisis which then prevailed. 

Canadian Money Market - 1963 

With a few exceptional periods, the demand for and supply of short- 
term funds on the Canadian money market maintained a relatively constant 
balance throughout 1963. Consequently, interest costs and charges did not 
experience such wide fluctuations as had been registered in past years. 
Interest rates in general moved in accordance with changes in the fixed bank 
rate. Costs of borrowing showed little change until the bank rate was 
lowered to 33% from 4% on May 6, 1963. Subsequently the entire interest 
rates structure for short-term financing was adjusted downwards by a similar 
amount. On August 12, 1963, the fixed bank rate was raised from 33% to its 
former level of LG, Credit conditions thereafter were subject to upward 
adjustments and interest rates closed the year approximating the levels which 
prevailed at the commencement of 1963. 

The day-to-day loan rate which opened the year at 3 3/4 per cent 


declined to 2 3/4 per cent by the end of May. It then fluctuated between 
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2 3/4 per cent and 3 1/4 per cent until the first of December when it rose 
to its current level of 34-3/h per cent, 

Yields available on Government of Canada 91 and 182-day Treasury 
Bills showed a sinilar trend. The former which began January at its year 
high of 3.94 per cent reached a low of 3-19 per cent at the May 29 auction 
but increased thereafter to close the year offering 3.78 per cent. ‘The 
latter which opened the year offering 4,06 per cent reached a low of 3.30 
per cent at the May 29 auction but rose thereafter to close the year offer- 
ing 3.99 per cent. The total amount of Canada Treasury Bills outstanding 
advanced from $2,175 million at the beginning of the year to a high of 
$2,345 at the end of June, but thereafter declined to a year-end total of 
$2,240 million. Amounts of Canadian Treasury Bills on offer at the weekly 
auctions ranged from $95 million to $110 million of 91-day bills and 
$25 million to $35 million 182-day bills. 

Prime finance and prime commercial paper rates reflected this 
changing interest rate structure, For example, prime commercial paper rates 
on a 30-day basis, which were quoted at hk 5/8 per cent (influenced largely 
by the exchange crisis of 1962) fell below 35 per cent for the period May 10 
to July 24, and closed the year at a level of 4 per cent partly due to 
seasons influences. These trends are briefly depicted in the following 


table. Fuller details are shown in Appendix Bel. 
Treasury Bills 


Day-to-Day Total Yield Yield 
Loan Rate Amount 91-Day 182-Day Rediscount 
(Closing) Outstanding Bills Bills Rate 
q, $ Million I % % 
1962 = Deceniber 27 3 3/4 2,175 cen Heol 4.16 
1963 = January 30 cee ege 2,060 Stes 3.77 3.90 
February 23 Seay 2,055 3.68 3.79 3.93 
March 28 3 3/4 2,045 3.62 3.74 3.87 
April 25 3 3/4 2,165 3.66 3.80 3.91 
May 29 2 3/h 2,310 3.19 3.30 3.44(1) 
June 26 3 2,345 3.24 3.34 3.49 
July 31 2 3/4 2, 2h0 3.43 3.60 3.68 
August 28 3 1/4 2,240 ae 7k 3295 3.96 
Septexber 27 2 3/h 2,245 3.56 Se ft cpieie 
October 25 2 3/4 2,265 3.56 3.73 3.81 
Novenber 29 5 2/8 2,255 3.63 3.76 $206 
Decenber 27 3.2/2 2, 240 3.70 3299 4.03 


(1) The bank rate was reduced to 33% on May 6, 
(2) The bank rate was increased to 4% on August 12. 
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Canadicn Bond Markets = 1963 
Government of Canada 

Until the end of May, prices of outstanding issues on the Canada 
Bond market moved within a very narrow range. On average, yields tended to 
edge upwards as a consequence of political uncertainties surrounding the 
general election. 

On May oy Bank of Canada Governor Louis Rasminsky announced that 
the Bank's own lending rate was reduced from 4 to 33 per cent. He indicated 
that the lowering of the rate,for the first time since Noverber 1962, was 
made possible by continued improvement in Canada's balance of payments 
deficit with other nations and in its holdings of foreign exchange reserves. 
This movement toward an easier money policy to promote economic expansion was 
regarded by many as a significant indication of what the new administration's 
outlook on money and credit policies was to be. The reaction to the bank 
rate reduction followed the traditional pattern, namely a sharp rise in 
bond prices and a corresponding decline in yields in all sections of the 
market. This uptrend in prices was maintained until mid-July despite the 
concern aroused over particular features contained in the Federal Budget 
in respect of withholding taxes. The announcement on July 18 of the late 
President John F. Kennedy's proposed "Interest equalization tax" had an 
immediate impact upon bond markets in Canada. Prices fluctuated widely 
during the ensuing week before any semblance of stability re-appeared. This 
is briefly illustrated hereunder: 


Movement of Bid Prices of Selected Canada Bond Issues 
During Period July 18 to July 25, 1963. 


Bid Price as at July 


Descrintion 18th 19th end 23rd ahth 25th 
$ $ $ $ $ $ 


37% duel Feb. 1964 99.65 99.55 99.65 99.70 99.70 99.70 
33/ he, due 1 Sept. 1965 98.20 97.65 98.50 98.55 98.50 98.50 
53% due l Oct. 1969 103,00 101.25 102.50 102,50 102.50 102.50 
yim due 1 Sept. 1972 94.50 93.00 93.00 94.75 94.75 94.75 
53% due 1 Aug. 1980 103.00 100.75 102.50 102.50 102.50 102.50 


43% due 1 Sept. 1983 92.00 89.50 89.50 92.00 92.00 92.00 
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Thereafter slight selling pressures prevailed on the markets until details 
of the U.S.S.R. wheat contracts were released in September. This brought 
to an abrupt halt the dowtrend in bona prices which had characterized the 
market in previous months. Steady price improvement ensued and prices of 
outstanding issues closed the year at levels showing little change from 


those which were quoted at the commencement of 1963. 


Provincial 

Trading activity on the Provincial bond market tcnded to follow 
the same pattern as on the Canada bond market during the calendar year 1963. 
Apart from minor fluctuations, yields on outstanding issues remained steady 
until mid-April. Thereafter, as price improvement occurred in all sections 
of the market, yields were adjusted downwards. ‘This continued until July 18. 
The sharp price losses on the Canada bond market incurred in response to 
proposed U.S. Interest Equalization Tax were similarly reflected on 
the Provincial bond market. Certain of the Provinces which have tradition~ 
ally raised most of their funds on the New York Market - Nova Scotia in 
particular - at this period voiced concern about their future borrowing 
ability on any other market. The news of the Canada-U.S.S.R. wheat deal 
in September, however, offset to a degree the earlier losses incurred. The 
strength and depth of the price recovery which ensued was not as great as 
that registered by Federal issues. Consequently, prices of most outstanding 
provincial issues closed the year fractionally lower than those quoted at 


its commencement. 


Municipal 

Price fluctuations on the Municipal bond markets during 1963 
corresponded to those of senior government issues. Prior to July 16, the 
general tone of the market was one of steady improvement. In the wake of 
the proposed Interest Equalization Tax a sharp decline in prices resulted 
and market activity came to an apparent standstill. Virtually all buying or 
trading support had been dispensed with and scheduled borrowings were 
cancelled. Those municipalities that were in need of immediate funds were 
compelled to direct their financings via bank accommodations, or short-term 
paper issues. Up until July, the lower costs of borrowing in the U.S.A. 


had been attracting an increasing number of mmicipalities carrying out 
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their financings in New York through the medium of private placement. 
Consequently the burden upon the Canadian markets was largely alleviated. 
Thereafter, as most municipal borrowings were raised on the domestic market 
in lower volume, costs of borrowing increased. For example, when Metro- 
politan Toronto came to the market in March for funds they were able to 
float ten year bonds which yielded 5.32%; in October, with another 10 year 
maturity the comparable issue was priced to yield 5.48%, 

Changes in the volume and value of new municipal bond 
financings as a consequence of the proposed Interest Equalization Tax are 
shown in the following table: 


Percentage Change 


Period 1962 1963 1963 over 1962. 
$ $ i 
January 1 to June 30 223 5 373,939 274,609,140 +22.9 
July 1 to December 31 227 , 787,352 186 ,822,624 -18.0 
January 1 to December 31 451,161,091 461,431,764 + 2.3 
Corporate 


Contrary to the other bond markets in Canada, prices on the 
Corporate bond market fell noticeably during the first three months of 
1963. This pricing pattern, however, was largely attributable to the 
burden of an increase in volume of new issues for this period. In the 
following months the interest rate structure declined to approximate 
those levels which prevailed in January. Trading, however, was adversely 
influenced in July by the U.S. tax proposal but recovered consequent to 
the wheat sales. 

Prices of outstanding Corporate issues closed the year only 
slightly below those in effect at its commencement. For the period January 
1 to June 30 total Corporate financing amounted to $465,989,900, an increase 
of 38.5% over the $336,406,500 raised in the like period of 1962, but for 
the total year only amounted to $698,689,000 as compared to $867,252,000 


raised in 1962, a decrease of 19.4% from last year. 
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Summary of New Canadian Bond Financings 
New Canadian bond financings during calendar 1963 totalled $3.9 


billion, down 23.5 per cent from the $5.2 billion raised in the same period 
last year. Municipal and Provincial financings obtained through: this media 
were slightly higher but Federal and Corporation floatations were substan-~ 
tially lower, Federal financings totalling $1.6 billion and Corporation 
financings of $0.7 billion were 45.7 per cent and 19.4 per cent respectively 
lower in 1963 than in 1962, ‘The value of bonds payable in Canadian funds in 
1963 totalled $3.4 billion, a decrease of almost 21 per cent from the $4.3 
billion raised in 1962. Similarly, the value of bonds payable in U.S. funds 
which amounted to $0.5 billion in 1963 were 37 per cent lower than 1962's 
total of $0.8 billion. The largest single factor influencing the value, 
volume and source of new Canadian bond financings in 1963 undoubtedly was 
the proposed U.S. Interest Equalization Tax. For example, prior to the 
announcement of this proposed measure, new borrowings had amounted to 
$2,202,812,204 of which $523,401,666 or 23.8 per cent were payable in U.S. 
funds. By the close of 1963 however, new borrowings had only risen to 
$3,940,749,517 of which $529,251,666 or 13.4 per cent were payable in U.S. 
funds. In other words, new Canadian bonds financings in the last five months 
of 1963 amounted to $1,737,937,313, some 37.5 per cent lower than the 

$2, 782,404,592 raised in the period August to December, 1962. In the August 
to December 1963 period a mere $5.85 million or 0.33 per cent was payable in 


U.S. funds. The breakdown is illustrated in the following table: 
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Canadian Bond 
Financing 
January ist to 
December 31st 


Canadian Direct 
and Guaranteed(1) 


Provincial Direct 
and Guaranteed (1) 


Ontario Municipal 


Quebec and 
Maritimes Municipal 


Western Municipal 


Corporation 


Payable in Canadian 
Funds 


Payable in U.S. 
Funds 


Refunding 


New Money 


New Canadian Bond Financing 


1962 
% or 
Anount Total Amount 
$ % $ 


2,902,637,300(2) 56,3 1,575,442, 700 (3) 


921,547,600 17.9 1,156,394,207 
181,396,054 335 196 ,016 ,903 
231,796 , 900 4.5 248,693,506 
48 , 238,810 rae) 65,512,301 


867, 252,000 16.8 698 ,689, 900 
5,152,868 ,664 100.0 3,940,749,517 


4. 313,433,926 83.7 3,411,497,851 
839,434, 738 16.3 529,251,666 


5,152,868 , 664 100.0 3,940,749,517 


1,056 ,184,100 20.5 554,384, 547 
4,096 ,684, 564 1925 3,386,364,970 
5,152,868 ,664 100.0 3,940,749,517 


(1) Over two years in term. 


or 
Total 


<5 


/? 


40.0 


2903 


220 


(2) Includes sales of Canada Savings Bonds, 


Series 17, $1,602,637, 300. 


(3) Includes sales of $800,442,700 as at 


Nov. 15, 1963. 


Percentage 
Change 
1963 Over 


1962 
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The Province of Ontario Bonds end Guaranteed Issues 

The Province of Ontario came to the market on three separate 
eceasions during calendar 1963 for total borrowings of $120 million. 
Initially, in May it raised $20 million through a private placement of 4%, 
3-6 year debentures in New York. In August, a two-part $50 million issue was 
released consisting of a $15 million 5% debentures due Septenber 15, 1967, 
which was privately placed and a $35 million 53% debentures due September 15, 
1980/83, priced at $98.50 to yield 5.625 per cent. Finally, in November, a 
$50 million 20 years - 51% debenture bonds issue was offered priced at $98.00 
to yield 5.415 per cent. In addition, the Province guaranteed principal and 
interest payments on $120 million worth of Ontario H.E.P.C. new bonds floated 
during calendar 1963. ‘he first of these new issues raised on the Canadian 
market was a $60 million two-part offering in February comprised of a $13.5 
million 5% bonds issue maturing Morch 1, 1971, priced at par and a $46.5 
million 5%% bonds issue due to mature March 1, 1983 (callable after March 1, 
1980 at par), priced at $99.375 to yield 5.30 per cent. The remaining $60 
million was raised in May, through a 5%, 20-year bonds issue priced at $97.50 
to yield 5.20 per cent. A statistical presentation of these financings is 


as follows: 


New Province of Ontario Bonds and Guaranteed Issues, 1963 


Ontario 
Coupon Date of Yield to 
Issue Date Anount Rate Price Maturity Maturity 
$ Million 
par value % $ % 
i 
Moy 15, 1963 ) 20 h privately May 15, 1966/69 NA, 
placed 
Sept. 15, 1963 15 5 privately Sept. 15, 1967 N.A. 
placed 
35 53 98.50 Sept. 15,1980/83 5.625 
Dec. 1, 1963 50 52 98.00 Dec. 1, 1983 5.415 


Hydro-Electric Power Commission 


March 1, 1963 13.5 5 100.00 March 1, 1971 5 
March 1,1963 '2) 46.5 5+ 99-375 March 1, 1983 5.30 
June 15, 1963 60 5 97-50 June 15, 1983 5620 


N.A. nest available 
(1) Payable in U.S. funds 
(2)  Callable after March 1, 1980 at par. 
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Ontario Municipal Bends 

The total value by sales, of Ontario Municipal bond issues during 
the calendar year 1963 increased 8.1% to $196.0 million, as compared with 
the 1962 total of $181.4 million. They accounted for 38.5% of all Canadian 
Municipal bond issues on offer during the past year. 

fn indication of the costs of raising funds for selected munici- 


palities, since 1950, is given in the following table: 


{,! VU 
} if a ; ”~ 
d < ay ye 7 BY 
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1950 


39,372 


29,60 
39,587 


26 259 
39,982 


24,357 | 


41,318 
2h, 256 
29 5350 


34,147 
33,265 


30,063 
20,189 
30,209 


30 ,634 
28 ,809 
30,976 


(1) City of Toronto in 1950-53. 
(2) Tow of Barrie in 1950-58. 
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INTEREST COST OF BORROWINGS 
TO FOUR REPRESENTATIVE MUNICIPALITIES IN ONTARIO 


DURING 1950 TO 1963 
ree TOE 9OS 


Metropolitan 
Toronto (1) 


City of 
City of Ottawa Barrie (2) 
Interest 
Amount tC — es Amount Cost 
($000's) ($000's)  % 
7,000 601 3413 
2,936 160,687 | 3.49 
8,561 580 We yd 
505 218.9 4.63 
2,032 
3,417 148.2 4.60 
4304 324 4,23 
136 3.65 
2,219 110.3 4.27 
8,058 800 4,78 
3,365 455.5 6.02 
nope (ont 
3,676 153 Deo 
6,206 
17,364 526 6.60 
17,474 OlenD 5293 
15,765 918.0 5240 
4,898 ~~ =< 
16 ,039 765 5654 


Township of 


Nepean - 
Interest 
Amount Cost 
($000's) 
9h 455 
70 LOT 
258 4.96 
75 4.90 
180 Ou 
5 Sele 
fe ps Pyles: 
364, 5.94 
Ded Seeal 
2,391.9 5.50 US 
906 5.60 
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Canada Savings Bonds 


On Wednesday, September 18, the terms of the 18th Series of 


Canada Savings Bonds were omnounced. 


cent to maturity in 12 years. 


The new series will yield 5.03 per 


The bonds will be dated November 1, and 


interest payable each year will start at 434 for each of the first two 


years, 5% for each of the next 6 years, and 54 


years. 


% for each of the final four 


tn a statement, Finance Minister Gordon said he is confident the 


new issue will be "very attractive" to both cash and payroll~savings buyers. 


He expressed the hope that last year's record sale of $232 million in 


Savings Bonds to 675,000 employees will be excecded this year. 


The total 


of Savings Bonds in the hands of the public as of December 27 amounted to 


some $5,141 million - constituting about 25% of the Government's total 


outstanding debt. 


A Table presenting a record of outstanding Canada 


Savings Bonds is as follows: 


RECORD OF OUTSTANDING CANADA SAVINGS BONDS 


Year 


of Issue Series 


1953 8 
1954. 9 
1955 10 
1956 aha 
1957 Le 
1958 aS 
1959%* 14. 
1960 15 
1961 16 
1962 Ly 
1963 18 


Maturity Date 


1 Novenber 1965 
1 Novenber 1966 
1 Novenber 1967 
1 May 1969 

1 November 1970 
1 November 1973 


1 November 1968 


1 November 1970 


1 November 1971 


1 Noveriber 1976 


1 November 1975 


* +3% premium at maturity. 


Coupon Rate 
3 3/4% 
3 1/4% 
3 1/ks 
4% to May 1969 
4. 3/4% to Nov. 


4 1/4% to Nov. 


1970 


1973 


5% to Nov. 1968 


4 1/2% to Nov. 
4 3/4% to Nov. 
5% to Nov. 


4 1/2% to Nov. 
5% to Nov. 


4 1/2% to Nov. 
5% to Nov. 
5 1/2% to Nov. 


4 1/2% to Nov. 
5% to Nov. 
5 1/2% to Nov. 


1963 
1964 
1970 


1968 
1971 


1965 
1968 
1976 


1965 
1971 
1975 


Yield to Maturity 
Original 


3.75% 
3.25% 
3 625% 
3+ 76% 
446% 
4.19% 
4.98% 
4.71% 


4.60% 


5.11% 


5.03% 
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Canadian Stock Markets, 1963. 

Apart from a few periods when activity on Canadian stock exchanges 
was particularly and Significantly sensitive to domestic and foreign events, 
1963 was a year in which Canadian equity prices on average advanced at a 
slow but steady rate. It was a year noteworthy in the sense that investors 
appeared to be influenced more by Conada's steadily improving balance of 
payments position and increase in gross national product than by particular 
external events. As a consequence, the wide swings in prices which had 
occurred in previous years were, to a large extent, eliminated. On three 
particular Occasions, however, sharp reversals of the uptrend in prices did 
take place. The first occurred in mid-June in the wake of certain provisions 
contained in Finance Minister Gordon's June 13th budget. The reaction to 
the proposed "Toke Over" Tax, for example, was pronounced but when this 
measure was rescinded shortly thereafter, prices recovered strongly. The 
second substantial downtrend took place on the announcement of the late 
President Kennedy's "Interest Equalization Tax" on July 18th. Subsequent 
discussions in Washington between Canadian and U.S. officials regarding the 
intent and content of the tax in this case did iuuch to dispell investors 
fears and prices once again recovered. Nevertheless, the threat of this 
tax still continues to dampen dow trading on Canadian stocl: wuarkets. ‘The 
final marked downtrend in prices occurred just prior to the closure of the 
markets following the tragic news of the assassination of President John F. 
Kennedy on Noveriber 22nd. ‘The delay in the reopenings of stock exchanges, 
however, gave investors full opportunity to make a rational evaluation and 
weigh carefully the implications of this tragedy and general business con« 
ditions. Consequently, when the markets reopened, virtually all selling 
pressures had been abated and a strong rally ensued which more than offset 
the previous losses registered. Subsequently, from the end of November until 
the close of 1963, price appreciation in most sections of Canadian stock 
markets was the rule. The tempo of trading rose significantly and a vigorous 
rally climaxed the close of trading in 1963. 

On Monday, November 4, The Toronto Stock Exchange comuenced 
publishing a new T.S.E. Index, replacing its predecessor which had been in 
use for the past 29 years. ‘The new index is based initially on 108 stocks. 
These stocks represent four major groups or components: Industrial, Gold, 


Base Metal and Western Oil and there is also an index for each of these 
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groups. The new T.S.E. system of indexing is virtually identiccal with those 
used by the Dominion Bureau of Statistics and the Montreal Stock Exchange in 
computing their indexes. In all three cases, the formula used is patterned 
after one developed by Standard & Poor's New York-based investment service. 
The new approach uses aggregate market values instead of averaging current 
market prices of a group of stocks and relating this average to the average 
of their market prices in a pre-selected base period. As the new indexes 
include many more stocks weighted in importance according to their market 
values rather than market prices, they are expected to be more representative 
of the market and hence more realistic than their predecessors. 

On the last day of its corputation the old T.S.E. Industrial Index 
closed at 656.98 - an increase of no less than 13.7 per cent since Jon. 2, 1963. 
The new T.S.E. stock-Industrial Index, however, after closing at 134.10 on 
Novenber 4, 1963, continued to register modest declines until November 225 
when it closed at 129.23. Thereafter it advanced consistently to close the 
year at a level of 137.49. It is pertinent to note that a one point increase 
of the new Index is equivalent to a five point increase of the old. 

Changes in representative stock indices during 1962 are indicated 
in the following table: 


Common Stock Averages 


% Change 
Dec.31, 1962 
Dece3l, June 28, Dec.31 to Dec. 31, 
1962-63 1962 19631963 1963 
High Low (Closing) (Closing) (Closing) 


T.S.E, Industrial (New) 137.49 112.12 124.18 131.91 137.49 +10.7 


T.S.E. Gold (New) 149.04 120.14 120.14 138,29 1209.21 + 765 
T,S.E. Base Metals (New) 64.56 51.70 57.08 58.94 58.90 + 3.2 
T.S.E.Western Oils (New) 93.87 69.37 80.48 81.46 82.38 +o. 


N.Y. Industrials 
(Dow=- Jones) 767.21 535.76 652.10 706.88 762.95 +17.0 


London Industrials 
(Financial Times) 348.3 252.8 283.1 309.4 348.3 +23.0 


A Table illustrating trends in industrial stock indices in Canada 


and the U.S. is presented on page B-8 of the Appendix. 
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Statistics published by the Toronto Stock Exchange indicate that 
the value of all shares traded on the T.S.E, in 1963 was 3.9% higher than 
the previous year. ‘The according volume of shares traded increased by only 
0.5 per cent. A comparison of value and volume of shares traded on the 1T.S.5. 
during 1962 and 1963 follows: 


SHARES TRADED ON T.S.E, 


— Velue rae Volume Velue a Volume 
$ $ 

January 240 193,201 77,858, 439 257,802,090 103,560,702 
February 209,683 , 278 74, 299,803 197 .335,e01 65,135,372 
March 763 5 553,394 63 ,823 ,954 180 , 303,855 76,600 , 798 
April 206 , 640 , 486 67,198,773 151,436,824 61,406,537 
May 228,410,176 76,351,499 227 ,089, 586 56,773,532 
June 161,452,836 82,707,061 171,810,387 45,079,442 
July 145,690,107 58,946 , 538 121, 763 ,830 46,651,998 
August 110,378,243 47,105,450 136 , 986, 233 81,352,104 
Septeniber 152,954, 793 52,257,478 165,163,871 97,992,819 
October 201,011,182 60,829, 413 148,886,214 69,989,028 
Noveniber 162,359,572 66,512,133 167,511,876 53,929,872 
Deceniber 161,560,555 75,961, 559 137, 730, 441 45,926,711 

2,143,888,123 808,852,100 2,063,819,474 804,398,915 


According to figures released by the Financial Post, dividend 
payments by Canadian companies during 1963 are 3.4% higher than in 1962. 
Final figures for the first 11 months of 1963, and payments and declarations 
for Deceniber total $1,028.2 million as compared with $994.8 million at the 


same time last year. The monthly totals are as follows: 
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MONTHLY DIVIDENDS AND DECLARATIONS 
EEE AL LOND 


1961 1962 1963 

$ $ $ 
January 75,540 ,860 80 , 253,554 90,876,237 
February 47,604, 411 46 ,805 , 360 40,954, 774 
March 95,035,916 99,545,911 111,676,569 
April 64,994,919 70,598, 346 80 526,279 
May 35,5 130, 42 37,487,497 43,233,951 
June 105,879,657 12752 (ele 127,975,100 
July 74,020,192 74,270,055 81,469,977 
August U7, 446 5397 54,140 ,088 48 , 258 ,806 
September 96,357,372 99,881,332 116,085,948 
October 65,559,895 72,493,014 705 logo 
November 38,127,088 64,076,681 42,692,899 
Deceniber 164,920,894 187, 935, 508 158,946, 294(1) 
Total 911,213,043 994,758, 746 


L020, 213,015 


a re te ee 
Sau re ee 


(1) Preliminary. 


Foreign Exchange - 1963 

After reaching a record level of $2,712 million at the end of 
May 1963, Canada's official holdings of gold and dollar reserves declined 
to $2,470.5 million by the end of August. Part of this decline was undoubt- 
edly attributable to the impact on the economy of the proposed Interest 
Equalization Tax and partly due to a repyanent of $79.7 million of the 
$300 million emergency loan that the International Monetary Fund previously 
made available to Canada at the time of the 1962 foreign exchange crisis. 
From August onwards, the total of reserves steadily recovered tio a level of 
$2,631 million by the end of November. At the close of December, 1963, the 
total holdings amounted to $2,595 million. This slight decrease in reserves 
of $36 million during December, however, is regarded as seasonal in nature 
arising out of such factors as heavy dividend payments to foreigners at year 


end; the decline in Canadian commodity sales abroad due to the St. Lawrence 


Seaway shut-down and increased Canadian tourist traffic south of the Canadian 


border, etc. 
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ial Holdings of Gold and U.S. Dollars 


Millions U.S. 


End of 1961 1962 1963 

January 1,892.5 1,921.9 2,662.5 
February 1,911.9 Lost 2593-9 
March 1,934.9 1, 709.4 2,600.1 
April 1,935.2 1,594.8 a,071.H 
May 1,949.2 1,492.8 2, 112.0 
June 1,985.2 1,808.7 2,691.6 
July 1,960.3 2,114.4 2, 506.0 
August 1,944.4 2,330.6 2,470.5 
Septenber 1,924.3 2, 44H.6 2,568.3 
October 2110.6 2,613.9 2, 50 Let 
Noveniber 2,078.8 2,607.5 2,631.0 
December 2,055.6 2,539.4 2,595.0 


Throughout 1963 the Canadian dollar has generally been above its 
parity of $.924 U.S. except for the period immediately following the an- 
nouncement on July 18th of the proposed "Interest Equalization Tax". From 
a noon rate high of $.92 59/64 U.S. quoted at the end of January, only minor 
fluctuation were registered until July 19th. The noon rate was then quoted 
at its 1963 low of $.92 3/32 U.S. ‘Thereafter the value of the Canadian 
dollar recovered strongly being given particular impetus by the news of the 
U.S.S.R. wheat contracts. At noon on September 26th the Canadian dollar 
was quoted at $.92 29/32 - a level virtually the same as its previous 1963 
high. Since then the Canadian dollar has eased slightly closing the year 
at a level of $.92 17/32 = a decline of 5/16 from the previous year. 

A table illustrating fluctations in the value of the U.S. dollar 


and the pound sterling in Canada is shown below. 


Foreign Exchange Rates 


Average Spot Noon Rates 


U.S. Dollar Pound Sterling 


_in Canada in Canada 
1959 95490 269.39 
1960 96.97 272.28 
1961 101.32 283.95 
1962 106.89 300.15 
1963 - Jonuary 1075 Th 302.13 
- March 107.80 301.94 
~ June 107.82 301.96 
- September 107.98 302.12 
- December 107.93 301,86 
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REDISCOUNT RATES IN CANADA, THE UNITED STATES, AND THE UNITED KINGDOM, 
SELECTED YEARS 1937 TO 1962 AND _AND MONTHLY FOR THE YEAR 1963 
hel Anno lel nok Ne 


End of Period Canada United States United Kingdom 
i 0 % 

1937 2.50 1.00 2.00 
1948 1.50 1.50 2.00 
1950 2.00 1.75 2.00 
wap5 1 2,00 L7 2.50 
1952 | 2.00 1.75 4.00 
1953 2.00 2.00 3.50 
1954 2.00 1.50 3.00 
1955 oT 2.50 4,50 
1956 3.92 3.00 2220 
1957 3.87 3.00 7.00 
1958 3.74 2.50 4.00 
09a9 3037 4,00 4,00 
1960 3.50 3.00 5.00 
1961 3.2h 3.00 6.00 
1962 4.16 3.00 4, 50 
1963 - January 3.90 3.00 4.00 
- February 3.93 3.00 4,00 
- March : 3.87 3.00 4.00 
- April 3591 3.00 4.00 
- May 3.44 3.00 4,00 
- June 3.49 3.00 4,00 
- July 3.66 3.50 4,00 
- August 3.96 3.50 4,00 
- September 3.93 3.50 4.00 
- October 3.84 3.50 4.00 
- Noveriber 3.88 3.50 4.00 


- Decenber 4,03 3.250 4.00 


A 


NEW GOVERNMENT OF CANADA BOND ISSUES, 1963 


Issue Date Aniount aaa Lee Dates ene 
Se Os ; ; 
Feb. 1/63 125 32 99.25 Feb. 1/64 4,02 
Feb. 1/63 205 (1) 33 97.25 Feb, 1/66 44 
Apr. 1/63 eho (2) 32 99,20 Feb, 1/6h 3.96 
Apr. 1/63 60 (3) ye 99.50 Apr. 1/65 451 
July 1/63 100 5 99.00 June 1/88 5.07 
July 1/63 Se 34 99.35 July 1/64 3.87 
July 1/63 es yi 99.00 June 1/67 4.53 
Oct. 1/63 185 3¢ 99.00 | Oct. 1/64 4,28 
Oct. 1/63 90 hi 99.40 Apr. 1/65 4.67 
Oct. 1/63 50 (5) 5 100.00 Oct. 1/68 5.00 
Dec. 15/63 225 34 99.15 Dec. 15/64 4.13 
Dec. 15/63 75 (6) ya 99.85 Dec. 15/66 4.55 


(1) Bank of Canada purchased $75 :1illion. 
Proceeds, in part, to be used to :iake advance to Canadian 
National Railway in connection with refunding of a $250 
million 2 3/4% bond due Feb. 1/63. 
(2) Issue is an addition to the l-year bonds issued in February. 
(3) Is an addition to $50 nillion bonds issued October 1, 1962, 
(4) Is an addition to $100 :1illion bonds issued October 1, 1962. 
(5) In addition, the Bank of Canada agreed to acquire a further 
$266 zillion of this bond in exchange for an equal par value 


of 3 3/4% bond due Sept. 1, 1965. 


(6) Is an addition to a $175 <1illion issue dated Sept. 15, 1961. 
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Trends in Industrial Stock Indices - 1948-1963 


Canada 


Toronto Stock 


Exchange (1) 
Higa low Spread 


et Ps) ee 


Dow- Jones (2) 


High 
191.44 149,13 42.37 193.16 
BO. 300 157-20. 50.08 Se 
291.31 203.27 88.04 235,17 
360.88 290.69 70.19 276.37 
343.50 309.34 34.16 299.00 
326.81 296.79 30.02 293.79 
384.18 311.85 72.33 4h, 39 
Boe 20) 374.18 81,72. “UBB lio 
506.33 430.46 75.87 521.05 
490.42 380.06 104.36 520.77 
215.02 398.63 116.39 583.65 
555-05 489.77 65.88 683.90 
532.8 472,30 60.54 685.47 
(Based on Closing Quotations) 
pte.08° 524.13 17.95 650.64 
Be xe 9029.19 - 11,50 662,08 
pomeO 9 540;25 "171075 679.38 
B.C 559.69 27,31» - 696.76 
588.06 578.13 9.93 705.96 
593.88 576.44 17.44 703.79 
595.69 580.25 15.44 KiSric ys 
601.75 594.69 7.06 725.76 
610.35 594.33 16.02 726.53 
600.77 595.06 5.71 708,49 
611.98 600.96 11.02 Tice! 
620.48 609.42 11.06 734.91 
(Based on Closing Quotations) 
622,90 599.79 23.11 726.01 
623.29 608.79 14.50 717.55 
620.60 617.56 11,04 723.54 
623.93 607.73 16.20 705.42 
pa 57.90 O9.TT 675.49 
BOG.3 510,23 655.90 611.05 
BHO G52 522.35. 18.17 597.93 
Pleo «529.20. 22,75 616.0 
Doe? 1529.08 °° 25.09 607.63 
Beoels 510.52 17262 589.77 
pro 537.90 34.01 652.61 
576.50 564.48 12.02 653.99 
(Based on Closing Quotations) 
High low _Close High 
600790 571.55 598.22 683.73 
599.90 586.19 586.19 688.96 
605.08 588.69 605.08 68h. 73 
636.68 603.97 635.83 710.33 
647.96 ' 636.37 647.96 726.96 
649.58 628.25 629.01 726.49 
637.31 610.52 617.81 714.09 
619.29 613.63 619.29 729-32 
649.08 621.15 638.43 748.71 
660.03 642.19 654.29 760.50 
134.19 129.23 132.84 1753-1T 
137-49 133.24 137-49 767.21 
(1) 


Low 


165.39 


Spread 


rol Ok oj 
38.92 
38.66 
37.38 
35.65 
38.30 
124,52 
100.20 
58.70 
100.98 
1Lhé.76 
Yi by 
£19,428 


40.39 
25.04 
18.30 
24.06 
19.47 
22.63 
26,07 
15.30 
3,67 
UB bereis 
30,50 
14.04 


36.09 
15.01 
16.91 
40.09 
98.56 
13+29 
26.69 
27.65 
53052 
cba Gl 
55.48 
13.85 


Close 


682.85 
662.94 
682.52 
Tite to 
726.96 
706.88 
695.43 
729.32 
{32019 
195823 
750.52 


762.95 


Standard and 
Poor's (3) 

High Low Spread 
16393; “19, 5e%, Sane 
16.52 13,523" 3.9 
20,60. “I6.3e- “Hoes 
O39) 20505 . eee 
26.92 23.30 3.62 
26.99 22.70 4.29 
37.24 O4.08. JaLk6 
49.54 35.66 13.88 
53.28 45.71 7.57 
baa Wi. 52, 12.06 
5.97 43.80 > aT 
65.61. 56.75 9.06 
65.02 55.34 9.68 
65-b1-, 60,07 Be 74. 
67.79 O8055 D5 
6oo70— 207,00 Tare 
(O62 © 60,00 2.52 
(125 660,90 2.35 
71.05 68.22 2.83 
70.65 68,00 2.65 
72438: “70,89 1.49 
{ese | B9.27 3.10 
72.08 70.15 1.93 
TosGo. . "72o20 3.40 
16.69 75.02 1.67 
(ogee ust toe 3.54 
TsO TS. 2k 1.46 
Sosy. Ta es Te 
73.16 68,58 4.58 
(et S: (BOO ses 
62:37. 54.80 x Pe 6 
61,0309 w50s 2.55 
62.67 60.02 2.65 
61290 . 50,22 3.68 
59.80 55.70 4,10 
65.4 59.40%. 5,95 
66.00 64,89 Tee 

High Low Qlose 
69.21, 65.48." 69.23 
69.54 ~67.14 67.14 
69.83 66.99 69.71 
Tsao. (0.02. Ta.29 
TH 3h) (72.00) (eas 
7Th.2 Tous FACTO 
13314 Tkeib  7e.46 
76.09 Fe. 4 76209 
Tis ce Went ort acdy. 
70.07 76.06 76,32 
(3.11) fens, -— Tiss 
To.25  Tiete* Tse 


New 77 Industrials commencing with November. 


Dow-Jones - 30 Industrials. = 
Standard and Poor's Index - 405 Industrials. 


(1941-43=10). 


T.S.B, Index - 60 Industrials (1948-Oct. 1963). 
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